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How Does Corruption Affect Small and
Medium Sized Buisinesses in Ukraine?
Introduction
World Bank Group defines corruption as 

1
“the abuse of public office for private gains” . 

We can differentiate several types of
corruption, such as bribery, embezzlement,
fraud, extortion, favoritism 2 .

Corruption), SA (Specialized Anti-corruption

rosecutor’s Office), NABU (National
Anti-corruption Bureau of Ukraine) and
Anti-corruption Court. But obviously we still
have a lot of work to do. 



According to Corruption erception index*
provided by Transparency International, in
2020, Ukraine took 117th place out of 180
countries . It is reported that “corruption is 

a systemic issue in Ukraine, with 93.7% of
Ukrainians reporting that it is one of the 

three most important issue
5
in the country…” . 



Although corruption penetrates all spheres 

of social life in the country, the economy is
the most evident indicator of corruption’s
negative impact. Corruption is an
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In recent years Ukraine took active steps to
crack down on corruption and established 

NA C (National Agency for revention of
P

impediment to the growth of both Ukrainian
businesses (especially small and medium
sized) and foreign investments.

P

* “The term Corruption Perception Index (CPI) refers to an index that scores
3
countries on the perceived levels of government corruption by country” .
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Ukrainian’s judicial system experiences
widespread corruption. 


• “Businesses report that irregular payments
and bribes in exchange for favorable
judgments are common (GCR 2015-2016)… 


• The process of dispute settlement is
ineffective because of an inadequate legal
framework and poor enforcement of
arbitration decisions which further weakens
investor confidence (ICS 2017 as cited in
6
Ukraine Corruption Report 2020)” . 



• Most of the citizens do not believe Ukrainian from a company and not sending the
12
courts as court decisions may be easily 

documents to the law enforcement bodies .


8
bribed .
• “Corrupt activities at the border represent
t c
orru tion in u ic the single most problematic factor for trade,
and burdensome tariffs and demanding
r ic
customs procedures increase business costs
13
• There are “high risks of corruption within 

(GETR 2016)” . 


9
the country’s public services” in Ukraine.


• Customs officials may reevaluate and
• 23.9% of the companies told that in order to increase the price of imported goods without
obtain a service from an energy company
sufficient reasons.
(there may be electricity, heat state suppliers)
they needed to ask for help of acquaintances
with clout, 

8.2% reported that they had to provide
company officials with gifts or money, 

3.2% claimed that they had to make
donations on the specified accounts 10.
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As a result, entrepreneurs cannot be sure
• “Corrupt tax officials are a pervasive problem about how to play the game. 

for small and medium-sized businesses ( itW The state cannot give guarantees that rules
11
2016)” . 


are unchanged and equal for all participants
While the state is unable to protect property
• “ oreign investors cite corruption in the
• During tax audit of one of Ukrainian
rights, anyone can be deprived of their own
judiciary, poor infrastructure, powerful vested companies violations of tax legislation were property with impunity
interests, and weak protection of property
discovered. After that a corrupted tax official All these create huge disincentives for the
rights as some of the major challenges to
extorted bribe in the amount of UAH 1 million business development and economic
doing business” 7.
(approx. USD36,000) for reducing penalties
potential in Ukraine.
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